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TWO PILLARS OF THE BRITISH 
MERCHANT MARINE 

II— LLOYD'S 

BY SYDNEY BROOKS 

In an article published in this Review last December I tried to 
describe something of the functions and influence of Lloyd's 
Register, the famous Society whose business it is to classify ships. 
Here I am concerned with the allied and equally famous cor- 
poration of Lloyd's which insures the ships so classified. It is 
one of the hopes of the promoters of the Jones Bill that they may 
succeed in inducing American shipowners not only to seek a 
classification of their vessels, but to effect the insurance on them, 
through American rather than through British agencies. That 
is an entirely legitimate hope, with which no sensible Englishman 
will quarrel. But the obstacles to its realization are considerable. 
I have already shown that a Society with the ramifications and 
the prestige of Lloyd's Register is not built up in a day. As 
much may truthfully be said of the association of brokers and 
underwriters which under the name of Lloyd's has made the 
Royal Exchange in London the centre of the world's business in 
marine insurance. 

It may be that the insurance of ships and their cargoes is the 
oldest form of insurance in the world, older even than insurance 
against runaway slaves. We know, at any rate, that the Greeks, 
the Phoenicians, the Romans, and the Rhodians, all hardy 
traders, practised marine insurance, and to some extent codified 
its principles; that there is a clear laying down of the doctrine of 
"general average" in the maritime laws of the Rhodians; that 
the Justinian Code of the sixth century permitted double the 
commercial rate of interest to those who engaged in the "perilous 
adventure" of nautical insurance; that the custom of advanc- 
ing money on the hulls of ships, with the understanding that 
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it should be returned with a premium when the ships arrived 
safely at their destination, withstood or was exempt from 
the laws against usury. This, being the simplest and therefore 
the oldest of all systems of marine insurance, was also the first to 
be re-adopted, even if it had ever died out, when commerce 
revived in the Middle Ages. We have collections of maritime 
laws dating back, among the Mediterranean peoples, to the 
twelfth century; and though no mention of insurance is to be 
found in them, it is all but impossible to think that an expedient 
at once so ancient and so indispensable was not known and prac- 
tised. The evidence on the other hand is specific that the great 
trading confederacy of the Hanseatic League was legislating on 
the subject and establishing Chambers of Marine Insurance in 
the early years of the fourteenth century. Born in the Mediter- 
ranean, developed in the Baltic, and finding its ultimate home 
and headquarters and its full maturity in the British Isles in the 
North Sea, the history of marine insurance has a place that is all 
its own in the romance of commerce. 

What the British have done to throw off their insularity and 
to make themselves in their own right a world-power in commerce 
and finance and on the seas has been done since Elizabeth's day. 
It is a matter of little more than three hundred years of conscious 
effort. Before then they were the economic pupils, almost the 
economic bondsmen, of foreigners. For three centuries, until 
they were finally ejected by Elizabeth, the Hanse merchants who 
had established themselves in London, and who paid for their 
footing by loans to a long succession of British sovereigns, exer- 
cised a practically complete control over the foreign trade of the 
country. From about 1300 to 1600 Great Britain was virtually 
a dependency of a foreign economic system, with her imports and 
exports directed in the main first by Teutonic and secondly by 
Italian merchants, money-lenders and adventurers. It is to 
them that the British owe the beginnings of their foreign trade, 
of the ship-owning habit, and therefore of marine insurance. 
The Flemish, Danish and German traders of the Hanseatic 
League, and the Italian immigrants of the thirteenth century, 
knitted England to the Continent by a thousand ties of com- 
merce. The Italians especially developed and popularized 
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marine insurance and placed it on the firm basis of legal enact- 
ments and international regulations; and to this day every 
policy issued at Lloyd's — and, indeed, the very word "policy" 
itself — bears witness in form and in many of its technical terms 
to the influence of the Italians during the infancy of this branch 
of commerce. 

Perhaps one may roughly take 1600 as the date when marine 
insurance, inherited from the Hanseatic merchants and the 
Italians, became an English institution under English direction. 
Brokers and underwriters, however, were not then, as they are 
now, localized in one particular section of the City of London. 
The business was carried on by a number of bankers, money 
lenders, notaries and merchants at their private offices, and often 
as a side-line to their normal avocations. It was not until the 
rise of the coffee-house in the middle of the seventeenth century 
furnished a meeting-place and a news centre that insurance be- 
came an organized profession. Of these coffee-houses the one 
that concerns us was Lloyd's, situated in Tower Street in 1688, 
a neighborhood, as Stow reported, "replenished with Sea- 
faring Persons." Edward Lloyd was a Welshman with an 
enterprising and independent turn of mind. Both in Tower 
Street and in Lombard Street, whither he moved in 1692, he 
made his coffee-house serve the needs of the merchants who 
frequented it with notable success. With a growing shipping 
connection to cater for, he conceived the idea of binding it to 
him by publishing three times a week a news sheet, called 
"Lloyd's News," filled with commercial and shipping intelli- 
gence from British ports and the principal European cities of a 
kind likely to interest merchants, shipowners and underwriters. 
Over seventy issues were published before Lloyd, rather than 
"do humble penance for his grievous offence" of printing an 
item of information concerning a debate in the House of Lords, 
voluntarily discontinued it. It was not until thirty years later, 
in 1726, that it was revived as a printed publication. In the 
interval it probably continued to circulate among the habitues 
of the coffee-house in the form of a hand-written news-letter. 
The world-famous "Lloyd's List" of to-day, the oldest British 
journal in existence with one exception, is neither more nor less 
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than a continuation of the original "Lloyd's News" and has 
appeared uninterruptedly for one hundred and ninety-four years. 
But Lloyd did more than provide his patrons with the best 
newspaper of the day. He instituted sales and auctions for the 
disposal of commodities as varied as ships and horses and wines 
and spirits and farms. It was hardly possible for an active 
London merchant in the first half of the eighteenth century to 
get through his day's business and keep in touch with affairs 
without dropping in at least once at Lloyd's. If his interests 
lay in ships and their cargoes one may say definitely that it was 
impossible, especially after the establishment of "Lloyd's List" 
in 1726 made the coffee-house more than ever the headquarters 
of marine intelligence. The merchants and underwriters and 
brokers, however, who foregathered at Lloyd's throughout the 
eighteenth century, and who carried on practically all the marine 
insurance business of the country, were not at first, nor did they 
become so until after 1770, an organized body. They were 
merely so many individuals of similar commercial interests using 
a common meeting-place for the more convenient conduct of 
their affairs. But they were individuals of a grave and highly 
reputable type to whom some of the frequenters of the coffee- 
house and their gambling methods were by no means congenial. 
A secession became inevitable. The leading brokers and under- 
writers formed themselves into a society with fixed rules, under 
which none but persons of good repute could be admitted, 
secured possession after a struggle of "Lloyd's List," withdrew 
in 1770 from the Lombard Street coffee-house and a few years 
later moved to permanent quarters in the Royal Exchange. 
They took with them seventy-five subscribers of £100 a piece, 
and they at once set about the task of realizing an institution 
with clean and high standards, and capable not only of furthering 
the general interests of brokers and underwriters, but of dis- 
ciplining its own members. It was a very vital development 
when in 1779 the Committee proposed, the members accepted, 
and Parliament sanctioned, a uniform printed form of policy of 
marine insurance. With very slight variations and additions 
that form of policy remains in force to-day, is known the world 
over, and is binding on every member of Lloyd's. 
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Hardly had the society settled down in its new quarters at the 
Royal Exchange than Great Britain was plunged into war with 
the American colonies. From 1775 to 1815 fighting was inces- 
sant, and the business of marine insurance took on a sudden and 
tremendous expansion. From being a mere precaution it be- 
came a necessity. There was a universal rush to insure all prop- 
erty at sea. All British imports and exports, the ships that 
bore them, the men of war carrying rich prizes and bullion, and 
large quantities of foreign shipping, all sought protection by 
insurance in London; and virtually the whole of the business 
was effected at Lloyd's. On one frigate voyaging homeward 
from Vera Cruz policies were taken out to the amount of £656,000. 
Premiums ran high, but the underwriters faced enormous risks. 
"If it had not been for the patriotic zeal of underwriters in in- 
suring the supplies that were brought into this country, " said a 
former Secretary of Lloyd's, "it would have been impossible to 
bring our commodities here. I have been told, though I do not 
know whether it is correct, that at one time the underwriters at 
Lloyd's had dealt so freely and so generously with the ship- 
owners and merchants that there was only one man at Lloyd's 
who, on the day of settlement, was able immediately to meet 
his whole liabilities." With a far better system of marine intelli- 
gence than existed anywhere else, Lloyd's during the forty 
years of war that ended at Waterloo was constantly able to fur- 
nish the Admiralty with valuable information and assistance. 
The "Committee for the Management of the Concerns at 
Lloyd's," as they styled themselves in their official corres- 
pondence, took a most active interest in the adoption and the 
better organization of the convoy system, and out of the common 
funds of the Society they repeatedly prosecuted the masters of 
merchant vessels who had quitted their convoy. A big way of 
looking at things and a big way of doing them, a fine public- 
spiritedness, seem always to have been characteristics of those 
whose interests lie in the mighty fabric of British shipping. 
But the underwriters at Lloyd's found their opportunities for 
service indefinitely multiplied when they had banded them- 
selves in an association, when they were accepted by the State 
as an invaluable ally, when events had transformed their opera- 
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tions into a recognized bulwark of national safety, and when a 
decision of their Committee had virtually the effect of a law for 
the world of sea-traders. 

It is quite conceivable that had Lloyd's been in existence 
earlier the slave trade might have been abolished a generation 
sooner. It was at any rate some of the underwriters who fre- 
quented the Lombard Street coffee-house who struck the first 
blow at it when they refused to pay losses on a cargo of slaves 
whom the master of the vessel had thrown overboard. The 
case went before the High Court and attracted wide attention; 
and the indignation which the crime aroused among the British 
people "was so great that it led to the agitation which resulted 
in the abolition of the slave trade and the emancipation of the 
negro. " As an organized Society, Lloyd's has, of course, been far 
better placed for initiating and supporting movements of public 
usefulness. To its keenness and generosity is due the setting up 
of the life boat service round the British coasts. Not only were 
leading underwriters among the first to encourage Greathead's 
invention, but Lloyd's itself, in its corporate capacity, kept the 
enterprise going for the first twenty years. At the same time — 
that is, in 1803 — the Society inaugurated, with a donation of 
£20,000, its famous Patriotic Fund for the relief of the men of the 
fighting services and their dependents, and for the recognition 
of acts of gallantry. In the Army and Navy and throughout 
the nation, the institution of the Fund excited the utmost 
enthusiasm, over £600,000 was subscribed to it before the 
Napoleonic wars ended, and the name of Lloyd's was carried far 
beyond the world of "big business" into the remotest corners of 
the country. 

The underwriters at Lloyd's throughout the eighteenth cen- 
tury and for the first quarter of the nineteenth enjoyed a virtual 
monopoly of the marine insurance business as the result of a 
piece of legislation which had the not uncommon consequence of 
producing effects exactly opposite to those its promoters had 
anticipated. In 1720 the formation of two new insurance com- 
panies, the London Assurance Corporation and the Royal Ex- 
change Assurance Corporation, — both of them still in existence 
and flourishing abundantly — was authorized by Parliament, and 
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upon these two companies was conferred a complete monopoly 
as against all "other corporations or 'bodies politick' or persons 
acting in such society or partnership" of marine insurance. 
That is to say, they were the only companies legally authorized to 
effect marine insurances. The underwriters at Lloyd's coffee- 
house could still effect them because they were private individuals 
and not bound together in any sort of society. But no other 
company or corporation could engage in the business except the 
two favored ones. As it happened neither concern made much 
use of their joint monopoly. They concentrated chiefly on the 
business of fire and life insurance and do not appear at any time 
to have transacted more than one-tenth — often it was not more 
than one-twenty-fifth — of the marine insurance business of the 
metropolis. The monopoly in this class of work which it was 
intended to confer on the two companies turned out to be really 
a monopoly for the underwriters at Lloyd's. So long as the 
privileged companies declined to occupy the field assigned to 
them, and so long as no other companies were permitted even to 
enter it, the members of Lloyd's had a free run and naturally 
came to look upon the Act of 1720 as one of the main props of 
their business; and when in 1824 an Act was passed repealing 
the Act of 1720, and throwing marine insurance open to all who 
cared to engage in it, they doubtless thought that for them it was 
the end of all things. The sequel, however, has proved far 
otherwise. For one thing, it was not until the passing of the 
Joint Stock Companies' Registration Act in 1844 that many 
marine insurance companies were started; and, for another, the 
position, influence, and the ever-increasing excellence of the 
services and machinery of Lloyd's are such as to place it beyond 
all real competition, and to bring all other undertakings that 
concern themselves with shipping into a working harmony with 
it. Lloyd's has no rivals; all the existing marine insurance com- 
panies subscribe to it and depend upon it; and their activities 
merely serve to emphasize and to buttress its unique predomi- 
nance. 

Two other changes affecting the constitution of Lloyd's and 
the character of its operations ought here to be noted. In 1871 
it sought and obtained all the rights, privileges, status and 
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powers of a corporation sanctioned by Parliament. The Act 
embodying this change specified the objects of Lloyd's as (1) 
the carrying on of the business of marine insurance by members 
of the Society; (2) the protection of the interests of members of 
the Society in respect of shipping and cargoes and freight; and 
(3) the collection, publication and diffusion of intelligence and 
information with respect to shipping. The Society was em- 
powered to investigate marine insurance frauds and to proceed 
against their authors; to take charge of the interests of its mem- 
bers and "of others consenting thereto" in vessels and cargoes 
and freight; to aid in or undertake the discovery, recovery, pro- 
tection and restoration or other disposal of property wrecked, 
sunk, lost or abandoned, or found or recovered in, on or beneath 
the sea, or on the shore, at home or abroad; and to incorporate 
into itself any other society, association or corporation insti- 
tuted for purposes connected with shipping or marine insurance. 
In 1911, forty years after the Act of Incorporation, further 
legislation extended the objects of the Society. Instead of being 
confined to marine insurance they now embrace "the business 
of insurance of every description, including guarantee business." 
Marine insurance is still, as it has been for nearly two hundred 
and fifty years, the main concern of the members of Lloyd's. 
But it is no longer the exclusive concern. The past ten years 
have seen the development of a very considerable insurance 
business for war risks, fire, aircraft, employers' liability, jewelry, 
motor cars, burglary, and so on, transacted by the members of 
Lloyd's in accordance witblthe rules of the Society. 

There are at present slightly over 1,000 underwriting mem- 
bers of Lloyd's, apart from the non-underwriting members and 
the subscribers. I need not say that the Committee inquire 
very stringently into the status and financial responsibility of 
each candidate for admission. A would-be underwriting mem- 
ber of Lloyd's has to deposit with the Committee, before his 
election, securities to the value of at least £5,000. These invest- 
ments are held by Trustees, of whom the Corporation itself is 
one, and are subject to Trust Deeds which make them exclu- 
sively available for the discharge of underwriting liabilities con- 
tracted at Lloyd's. Every member, again, is legally responsible 
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for any engagements he may enter into under Lloyd's policies to 
the full extent of all his worldly possessions; in other words, his 
liability is unlimited. His accounts, again, are audited annually 
by approved auditors who forward to the Committee a certifi- 
cate that his underwriting assets and security are sufficient to 
meet his liabilities. Besides the security thus provided, each 
underwriting member who engages in fire and other non-marine 
business is required to furnish a separate guarantee or cash 
deposit for an amount equal to the aggregate amount of the 
premiums he has received in each year. The guarantee, it should 
be noted, is not a running guarantee for a fixed amount, but is a 
separate guarantee for each year, the guarantors being Lloyd's 
underwriters, who are jointly and severally liable up to the full 
amount of their subscriptions which in each case are limited by 
regulations of the Committee. 

The personal responsibility of each underwriter is insisted upon 
in the fundamental rules of the Corporation. No member of 
Lloyd's is allowed to open an insurance account in the name of 
any person who is not already a member or subscriber; and no 
underwriting member is allowed to underwrite policies in the 
name of a partnership, or otherwise than in the name of one 
individual (who must be an underwriting member of the Society) 
for each separate sum subscribed. The deposits which are held 
to-day by the Trustees for the benefit both of the members of 
Lloyd's and of the public amount to considerably over £4,000,000. 
One may fairly, therefore, say that everything that character 
and resources and individual responsibility, supplemented by the 
strength of co-operative effort, can do to give security to a policy 
of insurance is done at Lloyd's as nowhere else in the world. 

Lloyd's itself does no insurance business any more than the 
Stock Exchange, as such, buys or sells securities. "The Cor- 
poration of Lloyd's," said a former Secretary, "and the Com- 
mittee of Lloyd's, who are the executive of that Corporation, 
and I myself, who am the Secretary of Lloyd's and the servant 
of the Corporation, have practically nothing to do with marine 
insurance in the way of taking risks or paying losses. The whole 
duty of the Corporation of Lloyd's and of its Executive is to 
afford marine insurance brokers, who wish to effect insurances, a 
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place of meeting with those who undertake the risks. I know 
no more, nor does my Committee as a Committee, nor does the 
Corporation as a corporate body, of what business is transacted 
between any individual underwriter and any individual assured 
than the Committee of the Stock Exchange know of the transac- 
tions going on between a client and his stockbroker. All that we 
can do, as the Executive, is to afford every facility and every in- 
formation that we can to underwriters and brokers. All that 
we have to do is to give every facility for people coming together 
to do marine insurance business; but as to the actual business 
done, or the nature of the business, neither the Corporation nor 
the Committee nor the Executive have the least idea." 

This function, however, of "affording every facility and every 
information" to underwriters and brokers is by no means a lean 
one. It goes very far beyond the mere provision of rooms and 
desks. It embraces, indeed, pretty nearly everything that can 
at once assist underwriters and brokers and protect the public in 
the far-ranging and immensely complex enterprise of marine 
insurance; and Lloyd's is what it is precisely because it has pur- 
sued these objects with unfaltering vision and energy and big- 
mindedness, and has devised for their attainment a machinery 
that is without parallel in the world of commerce. 

Take, for instance, the matter of "information." There is a 
Lloyd's agent or sub-agent to the number of over 1,500 in every 
port and on every coast throughout the globe, and by telegram, 
cable and wireless Lloyd's is kept informed every minute of the 
day and night of the movements of all ocean-going ships and of 
all casualties. The reports pour in at the rate of three or four 
thousand in the twenty-four hours, are sifted, posted, circulated 
to subscribers, and published in "Lloyd's List." Not one vessel 
in ten thousand ever reaches a British port without being re- 
ported to Lloyd's, and the information is so speedily and per- 
fectly indexed that any member can ascertain with hardly more 
than a glance the exact whereabouts of any given ship, the dates 
of her arrivals and sailings, where she was last spoken with, and 
any other incident of her voyage that it may concern him to 
know. As an instrument in its intelligence service Lloyd's has 
established signal stations in every part of the world at which, 
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by international arrangement, messages can be received from and 
communicated to the merchant vessels of all countries. Over 
240,000 ships' movements have been reported through these 
stations, several of which are now equipped with wireless appa- 
ratus, in a single year. If a shipowner, charterer or consignee 
wishes to transmit an order to any vessel at any point where she 
may appear, one communication to Lloyd's is enough to ensure 
its delivery. 

An unsurpassable intelligence system has, indeed, been from 
its earliest days the mainstay of Lloyd's, and a great deal of it is 
placed freely at the disposal of the public. There is, and has 
been for nearly a hundred years, an inquiry office at Lloyd's 
where the relatives of crew or passengers may obtain, without 
cost, the latest information concerning the movements of the 
ships in which they are interested. No other organization in the 
world possesses anything like the facilities for gathering the 
news of the sea that Lloyd's has built up, and it may pretty 
safely be prophesied that no one is likely to venture on the 
desperate enterprise of starting a competitive service. Its use- 
fulness to the British nation in time of war is self-evident. Just 
as in 1739 it was from Lloyd's that the Admiralty first learned of 
the capture of Porto Bello, just as throughout the Napoleonic 
wars the Society acted as the unwinking eyes of the mercantile 
marine, so in the recent struggle which turned absolutely on 
Great Britain's capacity to procure the foodstuffs and raw material 
that were vital to victory, it was on Lloyd's that the Government 
relied, and not in vain, for the expert knowledge that alone 
enabled it to regulate insurance risks on a workable basis and to 
make of British shipping the winning weapon of the war. 

But it is not in these ways alone that Lloyd's fulfils its func- 
tions as the first of all reference libraries on the business of the 
seas. Its daily, weekly and yearly publications cover all aspects 
of the shipping industry, are models of handiness and practical- 
ity, and are accepted all the world over as the standard authority. 
Lloyd's has compiled and keeps religiously-up to date a "Captain's 
Register" which is nothing less than a biographical dictionary 
of the whole of the certificated commanders of the British mer- 
cantile navy, the account of each being compressed into the 
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smallest possible form, yet showing all that is necessary to judge 
of the character, career and capacity of each individual. 

In various other ways, too numerous to go into in any detail, 
Lloyd's has immensely simplified and strengthened the business 
of marine insurance. Up to twenty odd years ago, for instance, 
all claims against underwriters under a policy effected at Lloyd's 
had to be presented in London and settled there. Today, 
through arrangements with Lloyd's agents, anyone who insures 
at Lloyd's can have his claim adjusted and his losses paid at 
practically any port in the world he likes to name. The sweep 
of Lloyd's, like the sweep of the British commerce it supports, is 
world-wide. Still further to make business easier of dispatch, 
Lloyd's issues certificates against the different shipments as they 
are made under a policy of insurance, and these certificates, which 
obviate the need of a separate policy for each separate shipment, 
are treated as instruments of commerce as valid and negotiable 
as the original policy itself. 

Over large areas of insurance practice, Lloyd's has brought 
method and uniformity and fixed principles where formerly 
there were vagueness and caprice — those fertile breeders of liti- 
gation and delay. Thus the standard form of marine insurance 
policy which was adopted by Lloyd's in 1779 still, with very few 
amendments and additions, regulates all transactions of that 
character. In all the complex problems of insurance that arise 
when it is desired to take out a mortgage on a ship or on her 
cargo, or to adjust the liability under "general average," or when 
a vessel has been salved, Lloyd's forms are the standard forms in 
virtually universal use; and "the custom of Lloyd's" is recog- 
nized and accepted in and out of the law courts as the basis of 
marine insurance. What the mercantile world owes to Lloyd's 
for these and a score of similar services that have facilitated and 
stabilized the carrying on of business is beyond all count. If 
the marine insurance frauds that were rampant a hundred years 
ago are now comparatively rare it is due very largely to the 
vigilance and the authority and the organization of Lloyd's. It 
has often been said that if anything resembling the mortality 
tables used in life insurance offices could be drawn up for ships, 
Lloyd's is the only institution that could attempt the task. 
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If one were to seek to assess the factors that have made Lloyd's 
so pre-eminent an example of the British commercial genius, one 
would give, I think, the first place to its insistence upon char- 
acter and the second to its ever-broadening tradition of prac- 
tical patriotism. Lloyd's has had but one standard of honor 
and integrity — the highest; and all the actions and the whole 
atmosphere of the Corporation have made for a squareness of 
commercial conduct that has been an asset of incalculable value 
not only to the institution itself and to all who serve and are 
affected by it, but to the nation and its good name abroad. 
When one thinks of the enormous responsibilities and tempta- 
tions of Lloyd's agents in distant parts of the world, and of their 
untarnished record, one may doubt whether any corporate 
body is served quite so loyally and so whole-heartedly and so 
efficiently as Lloyd's. 

The greatest of shipping organizations in a country which 
lives by its shipping, Lloyd's has always been acutely and 
peculiarly conscious of the identity between its own interests 
and those of the nation. The national and the imperial view of 
things has come easily and naturally to it and has inspired its 
enviable record of patriotic munificence. Nowhere in the City 
is a sound public object more certain to meet with generous 
support than on the floor of the Royal Exchange, and the grants 
and subscriptions made by the Committee of Lloyd's in its cor- 
porate capacity are worthy of its age and fame. It is because 
Lloyd's is Lloyd's that its medals for saving life at sea and for 
services that have contributed to the safety of vessels and cargoes 
are especially prized by the officers and men of the mercantile 
marine. They know that these distinctions are awarded them 
by an institution that has nothing nearer to its heart than the 
well-being of the merchant navy, that has presided over and 
made possible the development of Great Britain's commercial 
sea-power for over two hundred years, and that by an extraordi- 
nary union of character, foresight, and cautious progressiveness, 
has raised itself to an unexampled height of power and prestige 
among the agencies of international trade. 

Sydney Brooks. 



